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Introduction
Corporate governance is a "blueprint" whereby companies are internally managed and supervised by the board of directors in order to protect the interests of all parties involved.
The financial crises that have emerged over the years globally, the spectacular bankruptcies of large corporations or financial institutions, as well as the discrepancy between executives' remuneration and company's size, have demonstrated over the years that implementing corporate governance is not just a fad, but a way of survival, a strategy to improve the performance of companies. Besides the fact that corporate governance contributes to increase the performance, it also requires transparency on all transactions within the company, as well as on relations with the investors, creditors, customers and suppliers. Additionally, the implementation of corporate governance contributes to limiting the abuse of power from the inside on the company's resources, by providing management monitoring tools to ensure that they fully follow the organization's goals, not their own benefits.
Over the years, the literature has confirmed the importance of corporate governance, substantial efforts being made in the developed countries to implement it. Therefore, more than 180 corporate governance codes have been implemented globally, which have been characterized by a high level of convergence in terms of their content (Aguilera, CuervoCazurra, 2004) . Corporate governance codes have emerged in developed countries, but the recommendations of best corporate governance practices have been disseminated beyond their borders. In order for the principles of good corporate governance to be respected and also to have a positive influence on the economy in all countries, it is absolutely necessary to have a set of democratic institutions of the market economy.
In the case study presented below, we aimed to study the impact of the corporate governance index on some sectors in Romania through a Vector Auto Regressive (VAR), taking into account the causal relationship between performance and corporate governance, and more specifically the introduction of a set of principles stipulated in the Corporate Governance Code of the Bucharest Stock Exchange, by taking into consideration the specificities of the field analyzed.
Synthesis of literature on corporate governance in emerging economies
In this section, we provide a brief review of the theoretical and empirical literature on the implementation of corporate governance principles in emerging economies. The literature on the subject is extremely vast. The study by Black (2001, pp. 89-108 ) on a sample of Russian firms for 1999 showed a strong correlation between a corporate governance index and market value. Similarly, for 1999 Similarly, for -2004 , an important economic and statistical correlation between governance and market value was identified (Black et al., 2006, pp. 361-379) . In the financial field, however, there are only a few significant, but weak from economic perspective, relations between the quality of governance and operational performance if these two variables are measured over the same period; bond strength decreases even more if the operational performance is measured in a subsequent period (Love, Rachinsky, 2007, p. 17) . Doidge, Karolyi and Stulz (2004) argue that when financial development is weak, incentives to improve corporate governance are low because external financing and better governance mechanisms are becoming costly. Gillan, Hartzell and Stark (2003) analyze the choosing of corporate governance at firm and industry level in the US. From a global perspective, the situation in the US is unique due to the active struggle for corporate governance control, the high level of financial market development, the complexity of the property concept, and relatively strong investor protection laws. Durnev and Kim (2005) discover that governance is positively linked to growth opportunities, the need of company for external financing and the concentration of cash flows (ownership concentration). By the means of a series of simultaneous equations, using variables such as governance ratios and firm value, the same authors conclude that firms with better quality of investment opportunities and greater need for external funding are choosing better governance, leading to a better evaluation.
When data on company governance is available, panel models can be estimated, greatly reducing potential endogenous problems. We have taken this into consideration during the case study, a fact identified by Black, Kim, Jang and Park (2005) who analyzed the governance of Korean companies between 1998 and 2003 by using panel data. Therefore, they conclude that corporate governance is an important factor in explaining the value of a firm in Korea. Black, Love, and Rachinsky (2005) estimate panel-type models with fixed and random effects for a sample of Russian firms during 1999-2005 and find that governance can be used to estimate the value of a firm.
We can observe a multitude of studies addressing the causality between corporate governance and the value of firms, a study worth mentioning being made by the authors Da Silva, Luiz, Pereira (2005) , based on which we started to design a Corporate Governance Index applicable to Romanian economic companies.
In the research performed by the author Kouwenberg (2006) , a cross-regression was used on 320 listed companies in Thailand, measuring the implementation of the principles of good governance in the Thai code by each of the 320 listed companies, based of the obligation specified in the conformity declarations from 2002. Thus, an increase in the standard deviation of the code adoption index was observed, in correlation with a 10% increase in the company's average value (Tobin's Q) over the three-year period for the code's adoption while controlling the company-specific factors and the effects of the industry. The identified relationship is considered very significant and was not present before the code was introduced in 2001, suggesting a causal link between code adoption and firm value. Reddy, Locke and Scrimgeour (2010) concluded that the new corporate governance recommendations set out by the New Zealand financial authorities in the 2004 corporate governance code had a positive and lasting impact on the financial performance of listed companies. Grove, Patelli, Victoravich, and Xu (2011) have identified in their research that the quality of corporate governance in the US banking system has a greater impact on financial performance than the quality and conditions of indebtedness, an aspect that we have taken into consideration as well in our case study below.
A relevant study (Alley, Adebayo, Oligbi, 2016) starts from the mutual causality between corporate governance and performance, analyzing the link between the two concepts through a VAR and VEC, raising by the means of this methodology the problem of the lack of studies between performance and governance. Starting from the corporate governance index composed on the basis of indicators regarding the audit committee, board of directors' size and structure, management competencies, they conclude that corporate governance influences significantly the company's performance, computed as ROE, ROA and net profit margin.
A similar study that use the VAR methodology based on panel data is made by the authors Kang, Germann, and Grewa (2016) who follow the implications of social responsibility on performance, and also, the study of Wang, Xiao and Xiao (2016) who track five performance indicators, such as: dividend per unit, return on equity, market value against book value, gross income on managed assets, and dividend yield through a VAR.
Corporate Governance in Romania
Corporate governance appears in our country, from a conceptual and regulatory point of view, only at the beginning of the 2000s. The delay is explained through the difficult steps taken in the field of political, legal, economic and social reforms. Governmental policies to liberalize the economy after the anticommunist revolution are lagging behind even after a decade of semi-capitalism. There is almost no strategy for the development of the sectors that could valorize the traditions and human and technological resources of Romanian society. The Bucharest Stock Exchange marks its first transactions since 1995. The Securities Commission fulfills its mission of supervising the circulation of values in a doubtful manner.
Therefore, Romania is an interesting case to be analyzed because the term of corporate governance has only been known since 2000 when factors such as the entry of foreign investors on the market or privatizations have stimulated the economy and have also contributed to the creation of new efforts for better practices of corporate governance.
In Romania, the code of corporate governance used by companies whose shares are traded on the regulated market is the Corporate Governance Code of the Bucharest Stock Exchange. This code was originally issued in 2001 and then revised and improved in 2008. Also, in September 11, 2015, a revised version of the code was published in order to take into account the knowledge assimilated during the period of crisis and great bankruptcies and also to comply with the standards of the European Union and, implicitly, Romania. The purpose of this Code is to encourage a strong and effective relationship between shareholders and stakeholders of the company, as well as to ensure transparent communication between these parties.
The Bucharest Stock Exchange operates with the "apply or explain" principle, through which specific and accurate information is provided to the public about the compliance of corporate governance principles by listed companies. The code is grouped in several levels, including the following: the main responsibilities of the listed companies, the risk management and internal control system, fair reward and motivation as well as the added value brought by the relations with investors.
Research Methodology
In order to measure the impact that the composed index of corporate governance has on performance, we started from the hypothesis that a company that has adopted and implemented the corporate governance code 1 will have a higher financial performance than a company that has not adopted such a code, as well as a sustainable development, both in terms of total assets and profitability.
Therefore, to quantify the impact of corporate governance on the company's performance, we have developed an index of corporate governance (IGC) determined by applying a questionnaire to some companies representative in the energy sector. The questionnaire consists of 20 questions formulated according to the principles set out in the Corporate Governance Code of the Bucharest Stock Exchange, updated in September 2015. The questions are formulated in accordance with the stipulations that have to be respected for a good corporate governance, and cover the following sections: general information about the companies reviewed, the structure of the Board of Directors, the risk management system and the Audit Committee, as well as other relevant information for our research field. The questions are based on responses from public information disclosed by companies, such as company's annual reports, balance sheet and profit and loss account. The determination of the index value was made by summing the positive answers to the 20 questions, being given to each positive answer 1 point and each negative answer 0 points. Therefore, the value of the index took values between 16 and 19 points, depending on the company's dimensions. In conclusion, we can say that a higher value of the index highlights a higher value of the company.
The composite index tracked the degree of compliance of the companies with the principles stipulated in the code of governance adopted by the Bucharest Stock Exchange. The results were centralized and reported to the maximum number of points, thus the index taking values between 0 and 1 depending on the degree of implementation of the principles of the corporate governance code. The results were centralized as a series of time, each industry being treated as a panel.
By taking into consideration the specificity of the energy sector, we used a Vector Auto Regression (VAR), taking into account also the causal relationship between performance and corporate governance, and more precisely the introduction of a set of principles stipulated in the Corporate Governance Code of Bucharest Stock Exchange.
Data:
The data used in the model were extracted from the public financial statements of the The main variables of the model are: company size, calculated as logarithm of the total asset, ROA 2 , general liquidity 3 , indebtedness level and corporate governance index.
Model:
The model used is an unrestricted VAR since the variables used are integrated with different orders. The number of Lags chosen is 1 as results from 
Source: own processing
In the Chart no. 1 we can observe a negative impact on profitability of the corporate governance index of companies in the energy system, following a downward trend, but in the last three years of the observation period the impact is positive, with a further improving trend. This confirms the opinions expressed in the specialized literature and the hypothesis of our research that good corporate governance positively influences the long-term profitability of the company. In conclusion, under the conditions of well-implemented corporate governance that complies with the principles of the Corporate Governance Code of the Bucharest Stock Exchange, we can observe a positive impact on the profitability of the company. Chart no. 2 shows a negative impact of the corporate governance index on the company's size in the Romanian energy system, on a downward trend over the entire observation period of six years. This impact may be due to one of the companies presented in our research, Hidroelectrica, which has been in insolvency for 4 years, undergoing a radical process of restructuring and efficiency. The most important measure taken during the insolvency period was the termination of bilateral contracts concluded with several energy traders, since the main reason for the insolvency mentioned in the Administrators' Report was the long period over which the contracts were concluded, for more than 10 years, without the possibility of modifying the contractual conditions. Therefore, we can conclude that the corporate governance index had a negative impact on the size of the company in the energy system, a result that was also influenced by the insolvency period of one of the companies analyzed. 
In Chart no. 3 there is a positive impact of the corporate governance index on general liquidity in the Romanian energy system, on an ascending trend over the entire observation period of 6 years. A higher liquidity ratio demonstrates the ability of companies to pay their short-term payment obligations and also a lower default risk, which is reflected in the improvement of companies' performance. Therefore, with the effective implementation of corporate governance, we expect an increase in the company's overall liquidity and, implicitly, an increase in the company's performance. 
From Chart no. 4 we can observe that the corporate governance index has a negative impact on the indebtedness degree of companies active in the Romanian energy system, with growth tendencies, for the entire analyzed period of 6 years. A higher indebtedness rate highlights a high level of risk in terms of funding policies. Therefore, we can conclude that the impact of the corporate governance index is to mitigate an increase in corporate indebtedness, which is beneficial to the company, both in the long run and in the short term. Cholesky Ordering: GI IGC L_TA LG ROA
As it can be observed in the Table no . 5, the impact of the corporate governance index explains 3.4% of the ROA variation in the first year of observation, reaching in the 6th observation year at a 5.2% explanation of the ROA variation. During the analysis period, the impact of the index had a downward trend in the 2 nd and 3 rd year, and starting with the 4 th year it began to explain the ROA variation. In this respect, the one-period lag shows the decrease from 3.4% to 1.9%. As shown in Table no . 6, the impact of the corporate governance index explains 7.89% of the total assets variation in the first year of research, reaching in the 6 th year of observation at an explanation of 27.79% of the total assets variation. In this respect, the one-period lag shows the increase from 7% to 13% (lag 1 and lag 2).
Conclusions
As a conclusion of the study performed in the Romanian energy system, we noticed a slightly negative impact of the corporate governance index on profitability, with a significant improvement trend over the period analyzed, which confirmed both the specialized literature in the field and the research hypothesis that we set ourselves. Thus, with the efficient implementation of corporate governance within the energy system, which fully respects the principles set out in the Corporate Governance Code of the Bucharest Stock Exchange, it can be observed a positive impact on the long-term profitability of the company.
Also, in our research, we noticed a negative impact of the corporate governance index over the company's size in the Romanian energy system, which in our view is mainly due to the insolvency of one of the analyzed companies, Hidroelectrica that has undergone a radical restructuring and streamlining process for 4 years.
On the other hand, the corporate governance index has a positive impact on liquidity in the Romanian energy system over the entire analyzed period, which demonstrates the ability of companies to pay their short-term payment obligations as well as a lower risk of nonpayment. In conclusion, the implementation of a corporate governance code in the Romanian energy system will generate an increase in the overall liquidity of companies, which in turn will contribute to an increase in companies' performance.
The research also proved a negative impact of the corporate governance index on the indebtedness of companies in the Romanian energy system. Considering a relationship of direct proportionality between indebtedness level and funding risk, we can conclude that the corporate governance index contributes to mitigate this risk, an impact that has a positive influence on companies, both on long and short term.
In conclusion, our research reveals the necessity to continuously adapt the corporate governance code to the financial realities present on the Romanian economic market.
Appendices Annex no. 1. Perceptual Investigation Questionnaire on corporate governance of the company
This questionnaire is designed to assess the perception of respondents on the quality of financial reporting as a means of financial communication. 20. Do the quarterly and half-yearly financial reports of the company include information on the company's financial indicators (operating profit, net profit, as well as other relevant company indicators) in both Romanian and English? a) YES; b)
General Information
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